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THE OIL TRUST AND THE GOVERNMENT 

AMONG the recent economic and political developments in 
the United States, none has attracted more attention 
than the effort of the federal government to curb and 
to control monopolies in transportation and industry. In this 
work the Bureau of Corporations has been to some extent a 
pioneer, both for the Interstate Commerce Commission and for 
the Department of Justice. Next to the general problem of 
railroad regulation, the most important work of the government 
has been the investigation and prosecution of the so-called Oil 
Trust. In the course of this work, the Bureau of Corporations 
made discoveries and established facts concerning the relation 
of railway abuses to industrial monopolies which have had a de- 
cisive influence not only in furthering the legislation respecting 
railway regulation, but also in showing, in some directions, the 
particular methods of control which were necessary. 

Although the trusts are not the effect of any one cause, it is 
undoubtedly true that railway favoritism has played a very im- 
portant part in promoting their rapid development in the 
United States, while, on the other hand, certain of these great 
monopolies have exercised a sinister influence on the rate- 
making policies of the railways. It is natural, therefore, that 
in working in the coordinate field of industrial monopolies, the 
Bureau of Corporations has been able to afford important assist- 
ance to the Interstate Commerce Commission. The problem 
of regulating industrial monopolies, however, is even more 
difficult of solution than the problem of railway control, and the 
best policy to be pursued is not a matter upon which competent 
and disinterested persons are in general agreement. The work 
of the Bureau of Corporations in the investigation of the Oil 
Trust, however, is of great value in procuring the kind of in- 
formation which is necessary for the determination of this ques- 
tion ; and it has also provided, for the use of the Department of 
Justice, the material upon which actions have been begun for 

violations of the existing laws. 
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Scope of the investigation 

There was nothing invidious in the selection of the Oil Trust 
for governmental investigation from among the many monopo- 
listic combinations in the United States, some of which have 
been quite as unscrupulous in their methods if not as obnoxious 
to the public welfare as this archetype of trusts. That this 
company was chosen as a scapegoat has been intimated by the 
Standard's defenders, but the selection of the Oil Trust for in- 
vestigation was, in fact, merely the result of one of its character- 
istic maneuvres in Kansas. The crude-oil producers of Kansas, 
smarting under the sense of injury caused by a sudden and 
extraordinary reduction in the prices for crude oil offered by 
the Standard, which was practically the sole purchaser, brought 
their complaints to Congress at the end of the year 1904, and 
the House of Representatives, on February 15, 1905, passed a 
resolution requesting the secretary of commerce and labor to 
investigate the causes of the low price of crude oil in the 
Kansas field. The resolution also requested information about 
the oil trade as a whole and, particularly, with regard to the 
existence of unusually large margins between crude and refined 
oil, and whether there existed any conspiracy or combination 
in restraint of trade. In case such a combination were dis- 
covered, Congress requested information as to its organization, 
capitalization, profits and the management of its business. The 
secretary of commerce and labor was requested, finally, to re- 
port the findings for the information of Congress as a basis 
for legislation. 

The investigation of several important combinations, includ- 
ing the Oil Trust, had already been begun by the commissioner 
of corporations, acting on his own initiative under the general 
power conferred upon him by law ; but this resolution of Con- 
gress, as well as the special conditions which had arisen in the 
Kansas field, gave to this inquiry a special importance and 
urgency. 

The attention of the Bureau of Corporations was naturally 
directed, in the first instance, to the situation in Kansas, and in 
the other new oil fields of Texas and California, from which 
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also complaints were received ; but a preliminary examination of 
the conditions showed, as was anticipated, that it was impossible 
to make an adequate report without considering the oil industry 
as a whole. 

The investigations of the Bureau extended particularly to the 
questions of (i) organization of companies; (2) crude-oil pro- 
duction and prices; (3) pipe line and railroad transportation; 
(4) rerining; (5) marketing refined products; (6) prices of 
products; (7) profits of companies, and (8) unfair competition. 
On nearly all of these subjects, the Bureau of Corporations has 
issued reports. The special discussions on the conditions in 
Kansas, Texas and California, as well as some aspects of the 
subject of unfair competition, and a special report on the foreign 
petroleum trade have not yet been published. The material of 
these reports, even before it was published, however, was placed 
at the disposal of the Department of Justice. 

The sources of the material for the report on petroleum trans- 
portation are indicated below; for other branches of the oil 
trade, the information used was obtained from a great variety 
of sources. For some branches of the business, the desired 
material was obtained from the Standard companies directly. 
Thus, the Prairie Oil and Gas Company, of Kansas, practically 
opened its books to the agents of the Bureau. The Pacific 
Coast Oil Company and the Continental Oil Company furnished 
valuable records of prices. The Standard Oil Company of New 
Jersey also furnished a limited amount of information. In gen- 
eral, however, the Standard was reluctant to furnish the required 
information and not only interposed needless delays but also 
refused entirely to supply the most important data. Various 
reasons of administrative expediency, the risk of affording 
immunity from punishment, etc., made the government, in this 
investigation by the Bureau of Corporations, refrain from using 
its full powers in such cases. More recently, the Standard has 
been brought into court, as described below, and has been forced 
to disclose its records and accounts very extensively. The in- 
formation which is now being secured in this court proceeding 
bears out very fully the conclusions of the Bureau of Corpor- 
ations. The greater part of the Bureau's data was secured from 



No. i] THE OIL TRUST AND THE GOVERNMENT 2 I 

outside sources. Independent refining concerns — at least the 
more important ones — generally furnished extensive and valu- 
able material concerning all aspects of the business, while a 
great amount of material was obtained from oil producers and 
from independent oil dealers, wholesale and retail. For the 
lubricating oil trade, valuable information was obtained from 
railway officials, in part by use of subpoenas. In order to obtain 
the most reliable data possible in regard to the foreign oil trade, 
an agent was sent to the chief markets and producing coun- 
tries of Europe, and, although the subsidiary companies of the 
Standard refused to furnish information, much valuable material 
was obtained from their competitors. The official reports of 
the Geological Survey regarding crude-oil production and pipe- 
line runs (which are taken from figures published by the pipe- 
line companies), as well as the Census reports of production of 
refined-oil products, and all reliable sources of published in- 
formation in trade journals, books, etc., were extensively used. 

The Report on Transportation 

The subject of railway transportation attracted especial atten- 
tion, as there was good ground for believing that the Standard 
Oil Company and its affiliated concerns enjoyed preferences 
from the railroads of sufficient importance to cause a serious 
impediment to competition. Prominent officials of the Standard 
had frequently gone out of their way to assert in a public 
manner that they no longer received rebates or any other kind 
of preferential treatment from the railroads, while the railroad 
officials throughout the country were even more emphatic in 
announcing to the public that abuses of that sort had been com- 
pletely extirpated. The commercial respectability of some of 
these sponsors of the railways created a belief in the minds of 
many intelligent people that such offences, if they existed at 
all, were of a very sporadic character; but the best informed 
of the Standard's competitors were convinced of the contrary, 
though they had practically no evidence. 

The Bureau of Corporations had not been very long studying 
the transportation situation before it procured evidence, not only 
of extensive secret preferences to the Standard over its com- 
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petitors, but also of an equally iniquitous (though probably not 
criminal) system of adjustment of open rates to favor localities 
in which the Standard, and the Standard only, had refineries. 
This evidence was obtained from the examination of railway 
records and waybills and from the published and unpublished 
tariffs of the railways in all parts of the country. In some 
cases, a clue was furnished to the investigator ; but most of the 
secret rates were discovered by taking important points of ship- 
ment and subjecting the railroad records of shipment and freight 
charges to a general scrutiny. The results were such as to 
surprise even those who had not accepted with ingenuous sim- 
plicity the fervent protestations of railway officials that discrimi- 
nation in transportation rates was a disease of adolescence long 
since passed. 

The detailed results of this part of the investigation were 
published in a volume entitled : Report of the Commissioner of 
Corporations on the Transportation of Petroleum, May 2, 1906. 
This report is, without doubt, one of the most valuable ever 
published by the national government. As indicated above, it 
showed two general forms of abuse in the matter of transporta- 
tion rates. The first and more glaringly unjust, in fact crimi- 
nal, proceeding was to arrange secret rates which enabled the 
Standard Oil Company to reach markets, in extensive areas of 
the United States, at advantages in cost of transportation often 
ranging as high as one to one and a half cents per gallon. 
Such differences in cost of transportation were much more than 
a reasonable profit on the investment in refining and marketing 
oil and were, therefore, sufficient to give the Standard a monop- 
oly in such regions, because it could temporarily reduce its 
prices to a level which would compel competitors to sell at a 
loss and still make a profit itself. 

After the Standard obtained a monopoly of such markets, 
the only checks set on price extortion were either the limits of 
demand and purchasing power of the consumer or the remote 
danger that extraordinarily large profits would tempt competi- 
tors to enter the market, even at an immense disadvantage in 
the rates of transportation. The advantage of such secret rates 
to the Standard, therefore, was not the mere difference in trans- 
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port cost on a given number of carloads of oil, but the advan- 
tage of obtaining a monopoly and monopoly profits, often sev- 
eral cents per gallon above a reasonable profit. It is for this 
reason largely that discriminating rates are contrary to public 
policy and are regarded as so dangerous to the common welfare 
that the law pronounces them crimes. 

It is impossible to enter here into a description of these secret 
rates, which are set forth in detail in the report, but the regions 
covered by the more important ones may be indicated, in a very 
general way, as follows: (i) for shipments from refineries in 
western New York to northern New York and northern New 
England territory; (2) for shipments from the Whiting re- 
finery (near Chicago) to a large part of the area south of the 
Ohio and east of the Mississippi ; (3) for shipments from Whit- 
ing to St. Louis and southwestern points beyond ; (4) for ship- 
ments from St. Louis to Alexandria, La., and points beyond 
(Waters Pierce Oil Company); (5) in California instances 
were discovered of the direct payment of rebates, as well as 
many secret rates not arranged through rebates ; (6) in some parts 
of the country the tank-car rentals paid by the railroads to the 
Standard Oil concerns were higher than to their competitors. 

The discriminations were sufficient to assure control of the 
markets in these large territories and, therefore, to enable the 
Standard to extort monopoly prices. The Bureau of Corpor- 
ations not only ascertained the existence of these unlawful rates, 
but obtained original documents, copies and abstracts of records, 
showing in detail the methods of concealing the rates and the 
volume of business covered by them. These detailed evidences 
have proved of great service to the Department of Justice in 
the criminal prosecutions subsequently initiated. 

The second class of abuses may be described as a system of 
local discrimination in open or published rates intended to favor 
points where only the Standard had refineries. This, though 
not criminal, amounted to an injurious local discrimination for- 
bidden by law, and for which remedy was intended to be pro- 
vided in the Interstate Commerce Commission and in the civil 
courts. Although instances of such preferential treatment were 
naturally known to competing shippers, yet it was only through 
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the comprehensive investigation of the Bureau of Corporations 
that the extent of this abuse was shown to be nothing less than a 
general system of rates whereby the railways conspired with the 
Standard to procure for the latter a monopoly of the oil trade. 
Connected with this discrimination was the equally unjust and 
unlawful refusal of railroads, in several important sections of the 
country, to prorate, i. e., to make joint through rates, on oil, 
when such a refusal was favorable to the Standard's efforts to 
establish a monopoly in the trade. 

The discovery of these widespread abuses in the business of 
transportation of oil happened at a time when the question of a 
more thorough control over the railways was a subject of legis- 
lative consideration, and the findings on this subject served to 
the enlightenment of Congress and the public. The existence 
of such conditions in the oil trade naturally did not tend to dis- 
sipate the suspicion that railway discriminations prevailed quite 
generally ; and, therefore, this report of the Bureau had a de- 
cisive influence in securing the passage of the rate law of 1906, 
which gave to the Interstate Commerce Commission much 
wider powers over the control of railways, including the right 
of fixing reasonable rates and the right to inspect their records 
in most thorough manner. This law, therefore, was in part, at 
least, one of the first results of the investigation of the oil in- 
dustry, because up to that time the champions of the railways 
in Congress were still denying the necessity of strict regulation 
and maintaining, generally, that the railways were conducting 
their affairs according to law. 

The railways themselves, as soon as they learned that the 
Bureau of Corporations had made these discoveries, hastened 
to exculpate themselves as far as possible by quickly abolishing 
these secret discriminatory rates, by largely remedying the dis- 
criminations in open rates, and by resuming the practice of 
prorating on oil. The report had the immediate effect, there- 
fore, of bringing extensive relief to independent oil shippers in 
large sections of the country. The Standard Oil officials who 
were given a hearing before the publication of the report made 
a very lame defense, often on lines quite different from those 
subsequently adopted in court. 
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"Rebate" cases 
The next result was the prosecution and conviction of the 
Standard on criminal charges of accepting unlawful discrimina- 
tions in transportation. The work was naturally undertaken by 
the Department of Justice, but the offenses alleged were those 
discovered by the Bureau of Corporations, and, in the produc- 
tion of evidence as well as in the conduct of the case, the 
Bureau furnished most important assistance, because the of- 
fences, though palpable and glaring, required a technical proof 
which could be furnished only by persons intimately acquainted 
with the details of railway transportation. 

Criminal proceedings were instituted in various district courts 
of the United States, where the offenses were committed. The 
number and character of these indictments are indicated in the 
table on pages 26 and 27. 

The total number of indictments found against the Standard 
was nineteen, and the total number of counts was 8710. A 
small number of these counts, however, represent duplications 
of the same subject matter or offence. For example, in the 
Olean cases, both the consignee (Standard Oil Company of 
New York) and the consignor (Vacuum Oil Company) were 
indicted. Indictments for some of the same shipments were 
found also against certain railway companies, while other rail- 
way companies which had assisted the government in procuring 
or giving evidence were not indicted. 

Prosecution has been conducted to a successful issue in the 
first case given in the above list, though an appeal to the higher 
court is still pending. In the seventh case, the defendants de- 
murred and the demurrer was sustained by the court. The other 
cases have not come to trial at the present writing (December, 
I 9°7). though numerous demurrers of the defendants have 
been overruled. One of the cases against the railway com- 
panies, namely, against the New York Central Railroad for 
failure to file the tariff according to which it transported oil 
for the Standard, has been prosecuted, and the railway has 
been convicted and fined $15,000. 
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The only important case which up to December, 1907, had 
come to trial, was the indictment against the Standard Oil Com- 
pany of Indiana for accepting a secret rate on shipments over 
the Chicago and Alton Railway, from Whiting, Indiana, to East 
St. Louis, Illinois, and from Chappell, Illinois, to St. Louis, 
Missouri. The published rate on this traffic was eighteen cents 
per hundred pounds (as far as East St. Louis, a bridge toll of 
one and a half cents being added on shipments to St. Louis) ; 
while the rate paid by the Standard Oil Company of Indiana, 
during the period of about three years covered by the indictment 
and for many years before, was only six cents per hundred 
pounds. On this rate, the Standard had transported, as charged 
in the indictment, 1903 carloads of oil, each carload being made 
the subject of a distinct count and separate proof. The trial of 
this case began in Chicago, on March 4, 1907. 

The defence not only exhausted every device of technical 
objection and obstruction but also attacked the constitutionality 
of the " Elkins " law forbidding rate discrimination, alleging the 
right of the railroads and shippers to make private contract 
rates, an impudent assertion which the court justly characterized 
as an " abhorrent heresy." The question of guilt in the matter 
of technical proof depended to a large extent on the require- 
ments of the law that carriers must file rates, and the argument 
of the prosecution was that shippers must be charged with the 
knowledge as to whether such rates were lawfully filed or not. 
The defendant pretended ignorance of the fact that the six-cent 
rate had not been filed by the Alton and alleged that it was an 
unreasonable requirement to charge it with such knowledge- 
On this point, the court said in rendering judgment: 

The honest man who tenders a commodity for transportation by a rail- 
way company will not be fraudulently misled by that company into 
allowing it to haul his property for less than the law authorizes it to col- 
lect. For the carrier thus to deceive the shipper would be to deliber- 
ately incriminate itself, to its own pecuniary detriment, which it may 
safely be trusted not to do. The only man liable to get into trouble is 
he who, being in control of the routing of large volumes of traffic, con- 
ceives a scheme for the evasion of the law, and connives with railway 
officials in its execution. 
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The jury returned a verdict of guilty on 1462 counts, on 
April 14, 1907 ; a considerable number of counts, namely 441, 
were thrown out on technical grounds. In the matter of pen- 
alty, the Standard's counsel argued (1) that there were only 
three offences shown, namely, one for each year in which the 
rate was in force; (2) that there were only 36 offences shown, 
namely, one for each monthly settlement of freight charges ; 
and (3) that each train load constituted a separate offence. The 
court held, however, that the unlawful rate was made on a car- 
load lot basis, and that each carload unlawfully transported 
constituted a distinct offence. In considering the amount of the 
fine to be levied, the court demanded information from the 
officials of the Standard Oil Company regarding the net earn- 
ings and dividends of the chief holding company of the trust — 
the Standard Oil Company of New Jersey. Their attendance 
and testimony were obtained only by writ of subpoena ; and it 
was admitted that the net profits during the years 1903 to 
1905 (when these rebates existed) amounted to $81,336,994, 
$61,570,110 and $57,459,356 respectively. 

In view of the fact that the counsel of the defendant openly 
maintained the right of the railways and shippers to make 
private contracts for rates, the court declared that it was " un- 
able to indulge the presumption that in this case the defendant 
was convicted of its virgin offence." The defendant also 
claimed that, as there were no other shippers of oil over the 
Chicago and Alton Railway, no one was injured by the secret 
rate. On this matter the court said : 

It is novel, indeed, for a convicted defendant to urge the complete 
triumph of a dishonest course as a reason why such course should go 
unpunished. 

Of course, there was no other shipper of oil, nor could there be, so 
long as , by secret arrangement, the property of the Standard Oil Com- 
pany was hauled by railway common carriers for one-third of what any- 
body else would have to pay. 

Moved by these considerations, the court adjudged, on August 
3, 1907, that the defendant should pay the maximum penalty 
and fined the Standard Oil Company $20,000 for each offence, 
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that is, for each of the 1462 counts in the indictment upon 
which conviction was obtained. The total fine, therefore, 
amounted to $29,240,000. The large amount of the fine 
created a great sensation, but, after all, it was a bagatelle 
compared with the sums that the Standard Oil Company had 
extorted from the people of the United States very largely by 
means of such criminal methods. The fines prescribed by law 
were intended to be exemplary; and, in view of the difficulty in 
discovering such offenses and in procuring conviction, it was 
quite proper that an old and hardened offender like the Standard 
Oil Company, which had grown rich by such criminal practices, 
should suffer the full penalty of the law. 

The defendant in this case has, of course, taken an appeal to 
the higher courts, The only prospect that the appeal will be 
successful appears to lie in purely technical points. The Stand- 
ard officials have issued a statement protesting against the con- 
viction and fine and alleging that, at most, they were merely 
technically guilty and that there was no intention to violate the 
law and no moral guilt. The only point worthy of considera- 
tion in this statement is the claim that, at the same time that the 
Standard was shipping over the Alton at an unfiled rate of six 
cents, there was a rate over the Chicago and Eastern Illinois Rail- 
road from Whiting to East St. Louis of substantially the same 
amount, namely, six and one-fourth cents, and that this rate 
had been filed with the Interstate Commerce Commission and 
was an open rate. It was argued that the judge, in the Alton 
case, had unjustly excluded testimony on this point as irrele- 
vant. The answer to this contention is that the rate over the 
Chicago and Eastern Illinois Railroad was as secret as the rate 
over the Alton, and that the judge did consider this point in 
imposing the fine. Filing of a rate with the Interstate Com- 
merce Commission is not a complete compliance with the law 
requiring publicity of rates. The rates must also be posted in 
the forwarding stations and must be open to all shippers. The 
Chicago and Eastern Illinois did not conform to these latter re- 
quirements of the law but kept the rate completely secret. As 
a means to that end it " blind billed " the freight, that is, showed 
no rate on the way-bills and collected the actual charges, not 
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through the local agent but by the unusual method of bills 
rendered by the general auditor. The evidence, indeed, points 
strongly to the conclusion that the tariff was never even in the 
possession of the local agent, who therefore could not have dis- 
closed the true rate to a prospective competing shipper. The 
care used by the Alton to conceal its rate by falsely entering 
the rate of eighteen cents on its way-bills and secretly col- 
lecting the lower rate through its general auditor cannot be 
explained if, as a matter of fact, the Chicago and Eastern Illi- 
nois rate was an open one. Officers of the Chicago and Eastern 
Illinois had previously admitted to representatives of the Bureau 
of Corporations that the East St. Louis rate of that road was 
secret, and apparently they did not even know that it had ever 
been filed with the Interstate Commerce Commission. It may 
be noted that the tariff thus filed with the Commission did not 
read directly from Chicago or from Whiting, but from an insig- 
nificant junction point called Dolton, which no one would ever 
think of looking up. 

The other rate cases against the Standard companies remain 
to be tried. The opinion may be ventured that the evidence in 
the more important of these cases is even stronger than in the 
Alton case. 

The Standard's monopoly 

The next report of the Bureau of Corporations on the petro- 
leum industry, after the above-mentioned report on transporta- 
tion, was entitled : Position of the Standard Oil Company in the 
Petroleum Industry. It was published on May 20, 1907. This 
report gives a general description of the petroleum industry in 
the United States and of the leading concerns engaged in it. 
This involves a comprehensive statement of the history and or- 
ganization of the Standard Oil Trust and its successor, the 
Standard Oil Company of New Jersey, with their numerous 
subsidiary concerns. 

A large part of the facts stated in the report on this subject 
was already quite well known through the publication of various 
judicial proceedings, governmental investigations, etc. The 
most essential point of the matter is that, while the Standard 
Oil Trust was nominally dissolved in 1892, as the result of legal 
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proceedings brought against it by the state of Ohio, as an un- 
lawful combination in restraint of trade, yet, nevertheless, it had 
practically evaded the decrees of the court and continued for 
several years with substantially the same organization as before, 
when it was reorganized in the form of a holding corporation. 

The report also discusses the relation of the Standard to the 
production of crude oil, pipe-line transportation, refining and 
control of markets in the United States. It is shown that the 
Standard, in all the important oil fields except Texas and Cali- 
fornia, buys anywhere from 80 to 99 per cent of the total crude 
product and, in such fields, has almost unlimited power to fix 
the price of crude oil. Except in the Lima-Indiana, Pennsyl- 
vania and Illinois fields, the Standard is not a large producer of 
crude oil, and, even there, it has less than a third of the output. 
The monopoly position of the Standard as a purchaser of crude 
oil is shown to be the result of its control of almost all the pipe 
lines of the country. These lines in the aggregate amounted, in 
1906, to perhaps as much as 50,000 miles of pipe of various 
sizes. The only important independent trunk pipe line from 
the principal oil fields, at that date, was that of the Pure Oil 
Company. This line of about 550 miles, which reaches the 
Atlantic seaboard, was established in the face of the most bitter 
opposition not only of the Standard but also of the railways, 
which were incited by the Standard to throw every obstacle in 
the way. In other cases also the Standard has repeatedly 
used most unfair means to prevent the construction of compet- 
ing pipe lines or to destroy the business of those already laid. 
Recently two independent companies have constructed import- 
ant trunk lines from Oklahoma to the Gulf. 

Investigations of the Bureau show clearly how this control of 
the pipe lines by the Standard has been made an engine of 
monopoly. Although by the laws of several of the states pipe 
lines are required to act as common carriers, and although by 
the federal law of 1906 they are required to act as such in 
interstate transportation, the Standard pipe lines have never, up 
to the present time, generally and uniformly transported oil for 
others; and, in the instances where they have done so, or have 
held themselves out as willing to do so, they have made prac- 
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tically prohibitive rates. Since the passage of the federal law 
mentioned, the Standard has taken the position that only those 
pipe lines or parts of pipe lines which had exercised the right 
of eminent domain could be made common carriers by federal 
enactment. Consequently, several of the most important pipe 
lines of the Standard have failed to file tariffs under this law. 
This is true of the lines reaching the new and enormously pro- 
ductive mid-continent (Kansas and Oklahoma) and Illinois oil 
fields. The ability of the Standard to use this cheap oil in its 
great eastern refineries, while its competitors (except purely 
local concerns in and near these oil fields) have to use much 
higher priced oil, because they cannot ship through the Stand- 
ard pipe lines, is to-day the Standard's principal bulwark in pro- 
tecting its monopoly of the refining industry. Moreover, the 
pipe lines, reaching the seaboard have failed to name any rates 
from any oil field to New York harbor or to Baltimore, two of 
the most important destinations to which independent concerns 
might wish to ship oil, the only seaboard points for which rates 
are filed being Philadelphia and the neighboring town, Marcus 
Hook, Pennsylvania. Instead, the pipe lines have adopted the 
absurd procedure of naming a large number of rates to Union- 
ville, New York, Centerbridge, Pennsylvania, and Fawn Grove, 
Pennsylvania. All of these points are on state lines bordering 
New Jersey or Maryland. The Standard contends that, since 
there is no eminent domain law for pipe lines in New Jersey 
and Maryland, it cannot be required to transport oil for others 
through these states. In order to evade the law the Standard 
changed the ownership of that part of its pipe lines lying in New 
Jersey and Maryland. Formerly, the same companies which 
owned the trunk lines through New York and Pennsylvania 
owned the pipes in these other two states, but, shortly before 
the passage of the act of 1906, they were transferred to the 
Standard Oil Company of New Jersey. Furthermore, the 
Standard, as a condition of transporting oil for others, in the 
few tariffs filed in accordance with this law, has imposed the re- 
quirement that the minimum shipped shall be 75,000 barrels, 
or, in some cases, even as high as 300,000 barrels — quantities 
so great as practically to prevent shipments by others. 
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The report also makes an interesting comparison of the rates 
charged for pipe-line transportation and the computed costs of 
transportation. The rates are generally about the same as rail- 
way transportation rates, while the computed costs are exceed- 
ingly small. The difference between a reasonable rate (based 
on total cost of operation and a fair allowance for depreciation 
and ten per cent for return on investment) and the pipe-line 
rates charged by the Standard is estimated to range, for a con- 
siderable number of important piping routes, from one-half of 
a cent to one cent per gallon. 1 This is a very great advantage 
and one which the Standard is not even legally entitled to 
enjoy, because many of the pipe lines have been built under 
special franchises granted by the state or have exercised the 
right of eminent domain, and hence are under obligation to 
act as common carriers and to charge reasonable rates. 

Through its control of pipe lines, the Standard acquired, as 
stated above, the power to control to a large extent the amount 
of crude oil obtained by independent refiners, and it has some- 
times used this power to restrict their output and to compel 
them to sell their products to it. In fact, it is mainly on 
this account that the Standard has become the principal and 
sometimes almost the sole purchaser of crude oil in all the large 
oil fields except those of Texas and California. 

It has naturally resulted, therefore, that the Standard has 
secured and maintained almost a monopoly of the refining busi- 
ness. The Standard reported to the Bureau that, in 1904, the 
total output of its refineries amounted to 21,341,179 barrels of 
illuminating oil. Adding to this the output of affiliated refin- 
eries not included in this statement, the total output controlled 
by the Standard was about 23,484,000 barrels. The total 
production of illuminating oil in the United States, in 1904, 
was 27,135,094 barrels; the Standard produced, therefore, 86.5 
per cent of the total. The total number of refineries in the United 
States, in 1904, was about one hundred, while the Standard 
operated or controlled twenty-three. The Standard's refineries, 

1 Accounts of the Standard Oil pipe lines recently produced in court show that the 
Bureau's estimates of costs were too conservative, and that the costs are really less 
than estimated and, hence, the profits per gallon considerably greater. 
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however, are generally very large, while most of the independ- 
ent refineries are small. In fact each of two refineries of the 
Standard produces more than all the independents taken to- 
gether. 

The Standard's chief refineries are situated at skilfully selected 
points, where the full advantage is obtained, on the one hand, 
from cheap pipe-line transportation of crude oil and, on the 
other hand, from convenient location with respect to markets. 
In connection with this last advantage, an important feature was 
the existence of the secret freight rates already described. 
Thus, some of the most important secret freight rates were from 
Whiting (near Chicago), to points in the South and West, and 
at Whiting the Standard had one of its most important refin- 
eries, while the independents did not have any there or near 
Chicago, because they could not employ economically the 
Standard's pipe line from the Lima-Indiana field. 

Having control of the pipe lines and of the great bulk of the 
refining industry, together with unlawful advantages in the trans- 
portation of its products to the markets of final sale and con- 
sumption, the Standard was enabled to monopolize quite com- 
pletely the sale of refined products to retail dealers and thus to 
strengthen its control of prices. In order to establish this con- 
trol on the most secure basis, it organized an elaborate marketing 
system with an extensive equipment of tank cars, storage tanks, 
barrel depots and tank wagons, for the distribution of its pro- 
ducts. Illuminating oil and gasoline are generally handled in 
bulk from the time they leave the refinery until they are sold 
to the retail dealer. The jobbing business in these products 
has been almost completely destroyed. Lubricating oil is sold 
by the Standard directly to the large consumers, such as rail- 
road companies and large factories, but for the smaller con- 
sumers a large part of this branch of the trade is still in the 
hands of jobbers, to whom the Standard sells the oil in the great 
central markets. 

The elaborate organization of the business of distribution, 
particularly in the illuminating oil and gasoline trade, is one of 
the surest means for obtaining monopoly prices. The small re- 
finer is compelled to go after the trade in the same manner and 
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to exhaust his energies in trying to market his product, because 
wherever he appears, the Standard concerns are able to cut 
prices locally and to destroy his profits without affecting the 
bulk of their business. 

From extensive statistical data regarding the companies which 
supplied illuminating oil to a vast number of retail dealers in 1 904, 
it is estimated that about ninety per cent of these dealers bought 
their oil wholly or partly from the Standard, while only about ten 
per cent of the dealers procured oil from concerns which were 
known as independent concerns. In some parts of the country, 
namely, the Rocky Mountain states, over 99 per cent of the 
trade appeared to be in the hands of the Standard. In the 
southern part of the North Atlantic states (i. e., excluding New 
England), the independents made the best showing; in that 
region they supplied nearly eleven per cent of the trade, while 
about five and a half per cent was supplied by concerns not 
classified, and nearly 84 per cent by the Standard. These es- 
timates of the Bureau have recently been confirmed from records 
of the Standard Oil Company showing its own estimates — 
largely based on precise reports of shipments of competitors — 
of its proportion of oil marketed. For 1904 the Standard cal- 
culated that it marketed 87.3 per cent of the illuminating oil in 
the country as a whole ; for the Rocky Mountain states, 99.1 
per cent. 

Prices of petroleum products 

Following the report on the position of the Standard Oil Com- 
pany, just discussed, came in August, 1907, the report of the 
commissioner of corporations on Prices and Profits in the 
Petroleum Industry. This report comprises a comprehensive 
investigation into the course of prices of petroleum and petro- 
leum products in the United States over a series of years, and 
contains also some comparisons of domestic with foreign prices, 
the detailed material concerning foreign prices being left for a 
special report on foreign trade soon to be published. Several 
chapters show the extent of the local price discrimination of the 
Standard in the sale of illuminating oil and gasoline, commodi- 
ties which it generally sells directly to the retail dealer. The 
report also comprises discussions of the profits of refining and 
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marketing oil and a special chapter on the prices of railroad 
lubricating oil. 

In order to have a proper view of the movement of oil prices, 
it is necessary to compare the prices which the Standard pays 
for crude oil with the prices of illuminating oil and the chief 
by-products. For illuminating oil, very extensive statistics re- 
garding the prices paid by retail dealers were obtained, princi- 
pally from the dealers themselves, partly from Standard con- 
cerns. For the month of December, 1904, the number of 
returns tabulated for water-white oil — the grade generally used 
— amounted to 1830 and covered all states of the Union, with 
a few exceptions, in a comprehensive manner. For the period 
September, 1897, to June, 1905, a sufficient number of price 
records were obtained to compute approximately the true aver- 
age price-level per gallon for each month, and to show the move- 
ment of prices. 1 The prices of gasoline were taken as repre- 
sentative of the prices of naphthas and were obtained in the 
same manner as were those for illuminating oil. The number 
of price records obtained, though much less extensive than for 
illuminating oil, was sufficient to show the trend of gasoline 
prices (not the average price-level at a given time). For lubri- 
cating oil, which is sold chiefly to large jobbers (except railroad 
oil), the average prices of the Standard Oil Company as issued 
to the New England trade were used. These are fairly repre- 
sentative of the general course of lubricating oil prices. For 
paraffine wax — a small but valuable product — export values 
were used in default of a comprehensive record of domestic 
prices. 

The prices of all these products showed considerable varia- 
tion in movement from 1897 to 1905, but, on the whole, a 
strong advancing tendency. Illuminating oil, for example, ad- 
vanced to a very high point in 1 903-1 904, and then declined 

1 Data of actual average prices subsequently produced by the Standard Oil Com- 
pany in court showed that, for reasons which would require too much space to pre- 
sent here, the annual average prices thus computed by the Bureau exceeded by from 
a half cent to one cent per gallon the average proceeds of the Standard's sales. But 
the Standard's records showed even a greater advance, both absolutely and relatively, 
from 1898 to 1904, than the prices compiled by the Bureau. The Standard's records 
also showed that the Bureau underestimated the advance in the price of naphthas. 
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in 1905, but, nevertheless, was considerably higher in that year 
than at the beginning of the period, and the average of the first 
two and a half years was much higher than that of the last two 
and a half years. The prices of the several products are com- 
pared with the prices of crude oil — both Pennsylvania and Lima- 
Indiana crude oil — and in each case, a decided increase appears 
in the margin between them. It necessarily follows that, for 
all of them combined, a similar increase in margin appears. 

In order to make such a comparison, however, it was desir- 
able to take account of the proportion of each kind of oil which 
is produced from the crude and to calculate the movement of 
the margin for all products combined in an average weighted 
according to these proportions. The result showed a great ad- 
vance in the average margin, or, in other words, that, compared 
with the price of crude oil, the prices of products in the aggre- 
gate had advanced greatly. For example, the margin (not the 
profit) between all products and Pennsylvania crude oil is 
represented by the quantity 6.6 cents per gallon for the period 
1 898-1 899, and by 8.4 cents per gallon for the period January, 
1903, to June, 1905. This is a gain of 1.8 cents per gallon. 
In other words, for every gallon of oil products sold, it is com- 
puted that, deducting the cost of crude oil, the Standard re- 
ceived on the average 1 .8 cents more during the second period 
than during the first period. A similar comparison for Lima- 
Indiana crude showed a gain of 1 .7 cents per gallon. 

An increase in the margin between the price of crude oil and 
the prices of petroleum products of 1 .8 cents per gallon means 
an enormous increase in the profits of refining and marketing, 
provided the cost of operation and the investment of capital re- 
main the same. Even supposing that the expenses on these 
two accounts had increased 25 per cent (which is probably 
an exaggeration j the increased expense would not have been 
over half a cent per gallon. Hence, the increase in net profits 
per gallon was probably at least from 1.2 cents to 1.3 cents per 
gallon. It should be remembered that about one cent per 
gallon constitutes a good business profit for the Standard. 

The Standard Oil Company is estimated to have sold about 
1 ,400,000,000 gallons of all kinds of petroleum products in the 
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United States in 1904. On this gallonage, an increase in net 
profit per gallon of 1.3 cents is equal to more than $18,000,000. 
As the profits on the sale of oil products in the United States 
were undoubtedly very large in 1898 and 1899, this increase in 
the computed profits indicates that excessive profits to an 
enormous amount were obtained from the domestic trade in the 
latter period. 

The prices which the Standard has received in foreign coun- 
tries, on the other hand, have not shown the same movement as 
in the domestic trade. For the chief export markets, namely, 
in northern Europe and in the Orient, new competition, especi- 
ally in 1904 and 1905, provoked severe price-cutting on the 
part of the Standard, which undoubtedly sold very large quanti- 
ties of oil below cost in order to crush its rivals and to maintain 
control of the trade. To some extent, this competition came 
from concerns which drew supplies from the United States, 
particularly of Texas oil. The determination of the real course 
of prices in the markets of northern Europe, as in the United 
States, can only be obtained by getting the prices to retail 
dealers, because the bulk of the trade of the Standard in those 
markets is handled by subsidiary companies, which, to a large 
extent, distribute oil in bulk by tank wagon to the small shop- 
keepers. Extensive data concerning the prices at which the 
Standard sold oil from tank wagons were furnished by large 
marketing concerns in England and in Germany. In the 
Oriental countries, such as India, China, Japan and the Dutch 
East Indies, oil is sold generally by the Standard to native 
wholesale merchants in the principal ports. The prices in these 
markets also were furnished by one of the principal concerns in 
that trade. 

These prices, when reduced to a proper basis of comparison — 
that is, by making due allowance for the difference in quality of 
oil sold abroad as compared with that sold at home (one cent 
per gallon is the amount reckoned by the Standard) — show that 
the prices in the export markets during 1904 and 1905 were 
much lower than in the domestic market, as stated above. 
The comparison presented in the Bureau's report is only ap- 
proximately accurate ; for, aside from the somewhat imperfect 
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character of the data regarding foreign prices and costs of trans- 
portation etc., the Bureau's estimate of the average prices in the 
United States has since been shown, by Standard records, to be 
somewhat too high. According to the calculations presented 
in the report on Prices and Profits, the net prices of illuminating 
oil in Germany from June, 1903, to August, 1905, averaged 
two cents per gallon lower than domestic prices. A similar 
comparison for English prices from January, 1903, to August, 
1905, showed an average difference of 2.2 cents per gallon. 
These are the two largest export markets. In several other 
European markets large differences were found. It is pos- 
sible, indeed probable, that the actual differences between the 
domestic and the foreign prices were somewhat less than the 
Bureau computed in this report ; but the difference was cer- 
tainly sufficient to constitute a serious discrimination against 
the domestic consumer. Standard records subsequently pro- 
duced in court showed clearly that there was an extraordinary 
decline in the profits of the foreign marketing companies in 
1904 and 1905, and that some of them actually lost money in 
their illuminating oil trade. 

Apologists of the Standard have attempted to justify these 
low export prices on the ground of conditions of supply. As a 
matter of fact, however, there was no oversupply of oil in 1904 
and in 1905, at which time prices were being cut with special 
severity. This is shown by the figures of the world's oil pro- 
duction and by the aggregate exports of the five large produc- 
ing countries; in 1905, indeed, there was a marked decline 
both in production and exports, yet at that time the price- 
cutting was very severe. The import statistics of England 
and Germany, two markets in which this price-cutting was 
especially conspicuous, show also that for 1904 and 1905 
the imports either were practically stationary or declined con- 
siderably. Moreover, throughout this period the Standard was 
active in trying to obtain or to increase its oil-producing and 
refining interests in foreign countries and was even buying 
Russian and Roumanian oil for sale in the markets where it was 
making these low prices. The real cause of the low prices was 
the desire of the Standard to crush new competitors. While 
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the Standard was thus dumping American oil in the foreign 
market at prices often below cost, the American people un- 
doubtedly had to pay the piper ; the prices of crude oil were 
reduced and the domestic consumer was compelled to pay an 
extortionate price. 

The domestic prices, however, were by no means uniform. 
The general policy of the Standard has always been to charge 
what the market would bear, taking into account the exist- 
ence in some places of competition or potential competition 
of independents. This local discrimination has been one of 
the most glaringly unjust features of the Standard's price 
policy. From the extensive returns for December, 1904, as 
well as from the price records for earlier periods, the report 
shows the extraordinary and arbitrary character of this price 
discrimination. The most conclusive evidence secured by the 
Bureau on this point was from the records of the Waters Pierce 
Oil Company, which showed the varying margins of profit as 
calculated by the Standard. These latter records showed, for 
example, in the first six months of 1904, the following profits 
per gallon on illuminating oil, according to the divisions of 
territory in which this company operated : St. Louis division, 
0.6 cents; East Texas and Louisiana, 1.8 cents; Missouri, 1.8 
cents; Arkansas, 2.8 cents; South Texas, 3.3 cents; Central 
Texas, 3.5 cents; North Texas, 4.4 cents. 

The extreme price differences shown by the Bureau for other 
localities in the country correspond to similar differences in 
profit within a given region of supply. The Atlantic seaboard 
states, all of which have the same or substantially the same 
sources of supply, show widely different average prices; for 
example, in December, 1904, deducting transportation costs, 
the average price of illuminating oil in Delaware was J.J cents 
per gallon, in Pennsylvania 8.7 cents per gallon, in New York 
10 cents per gallon, in Florida 12.8 cents per gallon. The 
states in the region supplied from the refineries of the Lima- 
Indiana field show similar differences, ranging from 8.5 cents 
per gallon for Ohio to 13.9 cents for Arkansas. 

Individual cities show similar extraordinary differences, which 
cannot be explained on the ground of difference in size or other 
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conditions which might be supposed to affect the cost of market- 
ing. For example, deducting freight, the average prices per 
gallon in December, 1904, were as follows: Worcester, 7.5 
cents; Jersey Citv (near the great Standard refinery at Bay- 
onne), 1 1. 3 cents; Richmond, 7.8 cents; Jacksonville, 12.5 
cents. These cities are all supplied from seaboard refineries, 
under practically the same conditions of cost. The differences 
represent substantially differences in profit. The letter of the 
commissioner to the president states : " The evidence is abso- 
lutely conclusive that it is the price policy of the Standard Oil 
Company to take rull advantage of all noncompetitive condi- 
tions to impose the highest prices possible and to extend such 
noncompetitive conditions by aggressive price cutting calculated 
to drive out rivals." 

Data presented in court by the Standard Oil Company, sub- 
sequent to the Bureau's report, fully confirm the Bureau's con- 
clusions as to price discrimination. They showed wide differ- 
ences not only in the prices but in the profits per gallon as 
between different sections of the country and as between differ- 
ent towns. Other statistics presented in court showed by sec- 
tions and by towns the percentage of the trade controlled by the 
Standard, and it appears clear that the prices were adjusted ac- 
cording to the degree of competition encountered. 

Another striking form of price discrimination practiced by 
the Standard is found in the method of selling lubricating oils 
to railroads. The general system under which this business is 
conducted by the Standard is to supply the various sorts of 
lubricating oils required by railroads at regular invoice prices, 
accompanied by a guarantee that the cost of lubrication shall 
not exceed a stipulated amount per car-mile. Under the terms 
of guarantee, the majority (though by no means all) of the rail- 
roads receive a deduction from, or a repayment of, a part of the 
original invoice price. The guarantees, however, vary greatly 
between different roads, with the result that the effective or net 
prices paid by the railroads are widely different. Data were 
obtained regarding these contracts and the resultant net prices 
from 94 railroads. The average proportion of the invoice prices 
paid by the roads was 83.4 per cent; but the Pennsylvania Rail- 
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road paid only 49 per cent, while 41 railways paid the full 
invoice prices. Eight roads paid on an average 57.6 per cent; 
twelve roads, 74.4 per cent; fifteen roads, 85.5 per cent; and 
seventeen roads, 95.7 per cent of the invoice prices. 

The obvious reason for the very favorable terms made to the 
Pennsylvania Railroad is that, owing to the fact that it extends 
throughout the two great eastern oil fields and reaches almost 
every independent refinery, it is in a position to promote or to 
check the development of the trade of the competitors of the 
Standard to an extraordinary degree. It is probable that the 
Pennsylvania Railroad pays a normal price for the oil it receives, 
and that most of the other companies pay excessive and, in 
some cases, extraordinarily exorbitant prices. It has been since 
developed, indeed, through judicial proceedings, that the profits 
of the Galena Oil and Signal Company, the branch company of 
the Standard which handles this business, are extravagantly 
high. The less favored roads buy their oil of the Standard 
at prices higher than would be charged by the independents, 
apparently for two reasons : first, the Standard interests have a 
powerful voice in the directorates of many of the railways, and, 
secondly, the Standard is such an important shipper that the 
railways are afraid to incur its displeasure. To get the general 
business of transporting the Standard's products, they consent 
to buy its lubricating oil at excessive prices. This, in its effect 
on the Standard, is as good as a rebate in freight rates. 

Profits and economy effected by the Standard 

This report of the commissioner of corporations also takes 
up the question of the profits of the Standard Oil Company. 
The high dividends paid by the Standard, not less than 30 per 
cent in any year since 1897, do not represent the whole of its 
earnings. An extreme case is 1903, when a dividend of $42,- 
§77>478 was declared (44 per cent), while the net earnings were 
nearly twice as great — $81,336,994 on a capital stock of $97,- 
448,923. The report points out that the net capital or assets 
of the company are considerably greater than the par value of 
the stock, this excess representing accumulated profits. The 
net book value of the properties and assets of the Standard, 
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subsequently produced in court, was $270,217,922 at the end 
of 1903 ($359,400,193 at the end of 1906). Even then, how- 
ever, a profit such as that obtained in 1 903 is highly excessive. 

Detailed computations are made in this part of the report of 
the cost and profit in refining and marketing, which are of a too 
technical nature to be set forth in a brief space. It suffices to 
give the conclusion, namely, that for these branches of the busi- 
ness, and considering only five Standard refineries working ex- 
clusively for the domestic market, the profit is reckoned, on the 
average, at about 97 cents per barrel of 42 gallons, which is 
computed to be about 42 per cent on the average investment 
in refineries and marketing facilities. Of course there is an ad- 
ditional profit on pipe-line transportation. 

A very important feature of this part of the report is the dis- 
cussion of the real influence the Standard has had on the de- 
velopment of the oil trade and the reasons for its supremacy. 
It is shown by comparison of prices, since the beginning of the 
industry, that the greatest reductions in the price of refined oil — 
as measured by the difference between the prices of crude oil 
and export oil — occurred before the Standard acquired a 
monopoly, and that since its monopoly was established a large 
part of the price reductions is equalled by reductions in the 
rates of railway transportation to the seaboard. Compared with 
prices of crude oil the domestic prices of illuminating oil and 
by-products during the last decade have shown a marked ad- 
vance, as has been shown above. 

The great economies obtained by the Standard in pipe-line 
transportation, in large-scale refining, and in elaboration of valu- 
able by-products, have not led to price reductions. The Stand- 
ard has pocketed these economies. Its ability to maintain its 
monopoly position while charging exorbitant prices is not due 
to superior efficiency, as its defenders claim, but to unfair 
advantages, namely, exorbitant pipe-line rates to outsiders (or 
total exclusion of outsiders from use of the pipe lines), unlaw- 
ful preferences in railroad rates in the transportation of refined 
products to market, unfair local price-cutting, whereby the small 
refiner or jobber in oil is not allowed to get a fair price for his 
oil in the places where he attempts to compete with the Stand- 
ard, and other unfair marketing methods. 
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The report estimates that, through its pipe lines, the Stand- 
ard gets an advantage over outsiders of about three-fourths of a 
cent per gallon of crude oil, that its greater efficiency in refining 
may be from one-fourth to one-half of a cent per gallon, while 
in marketing costs there is substantially no difference. "At the 
outside, the superior efficiency of the Standard in the three 
branches of the business combined would not represent a differ- 
ence in cost of more than one and a half cents per gallon, on 
the average, for all petroleum products." 

On the other hand, the profit of the Standard in its domestic 
pipe-line, refining and marketing business is computed to aver- 
age about two and a-quarter cents per gallon above a normal 
competitive profit (including depreciation and ten per cent on 
investment). " This means simply that even if the products of 
independent concerns cost them one and a half cents per gallon 
more than the Standard's products cost, they could yet make a 
good profit at prices considerably less than the Standard ex- 
torts ; in other words, the Standard gives the consumer none of 
the advantages due to its superior efficiency." 

Computations from the figures of the Waters Pierce Oil 
Company, a marketing concern of the Standard, show that the 
prices it received in 1903 gave it a profit of 1.9 cents per gallon 
over and above what was necessary to yield ten per cent profit 
on its investment, and this excess is in the marketing business 
alone, as the Waters Pierce Company does not refine oil in this 
country. 

Hence the report concludes that, if the independents were 
given fair treatment by the railways and the unfair competition 
of the Standard were put an end to, the independents would be 
able to sell oil at lower prices than the Standard exacts on the 
average and yet make a fair profit. If, besides this, the Stand- 
ard pipe lines were compelled to carry the oil of the independ- 
ents at reasonable rates, there would not be much difference 
in the efficiency of the large independents and the Standard. 
Indeed, if all these unfair advantages were abolished, there is 
no reason whatever why the Standard should monopolize, or 
nearly monopolize, the sale of oil in this country. 
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Conclusion. 

In November, 1906, a bill in equity was presented to the 
United States district court in St. Louis, alleging that the 
Standard Oil Company was a combination in restraint of trade, 
and was attempting and had, in fact, established by unlawful 
means a monopoly in the oil trade of the United States con- 
trary to the laws and especially in violation of the Act of 1890, 
commonly called the Anti-Trust Act, and praying that the court 
dissolve the same and enjoin the said company and its subsidiary 
companies and principal stockholders from persisting in such 
unlawful acts. Evidence is now being taken in this case. 
The results of the investigations of the Bureau of Corporations 
have been placed at the disposal of the Department of Justice, 
and its officers have been giving their aid in the prosecution of 
the case. 

Whatever may be the result of these proceedings, it may be 
pointed out that, even if the Standard is permitted to continue 
business in something like its present organization, it can be pre- 
vented from exercising an obnoxious control of the trade by 
three means which are apparently well within the powers of the 
Federal Government. First, the pipe lines should be obliged 
to fulfil the duties of common carriers and to transport oil for 
all shippers at reasonable rates. Second, careful supervision of 
railway rates and railway management should be established, and 
all forms of preference to the Standard should be abolished. 
Third, the system of local price discrimination should be made 
unlawful, and only such differences should be permitted in local 
prices as are warranted by differences in the cost of refining the 
oil and transporting it to the markets of consumption. Regula- 
tion of this latter sort has already been successfully established 
in the states of Kansas and Iowa. Given these three conditions, 
the Standard would find it impossible to prevent the independ- 
ent refiner from doing business in all parts of the country, and, 
if it should continue to do the bulk of the business, it could only 
be on a basis of reasonable prices and legitimate profits. 

Francis Walker. 

Bureau of Corporations, Washington. 



